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For Release -
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INDEPENDEMT AUDITOR'S REPORT

Board of Trustees
Laurens Municipal Light and Power Flant
Laurens, lowa

We have audited the accompanying balance sheets of Laurens Municipal Light and Power Plant, a
component unit of City of Laurens, as of and for the years ended December 31, 2006 and 2005 and the related
statements of revenues, expenses, and changes in net assets and cash flows for the years then ended. These
financial statements are the responsibility of the Utility's management. Our responsibility is to express an opinion
on these financial statements based on our audits,

We conducted our audits in accordance with U8, generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auditing Standardsy, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financial stalements are free of material misstatement. An audit includes examining, on a tost
basis, evidence supporting the amounts and disclosures in the financial statements.  An audit also includes
assessing the accounting principles used and significant estimates made by management. as well as evaluating the
overall financial statement presertation. We believe that our audits provide a reasonable basis for our opinion,

In our opinion, the financial statements referred to above present fairly, in all matersal respects, the fmancial
position of Laurens Municipal Light and Power Plant as of December 31, 2006 and 2005, and the respective
changes in its financial position and cash flows for the years then ended in conformity with U.S. generally
accepted accounting principles.

fn accordance with Government Auditing Standards, we have also ssued our report dated April 26, 2007 on
our constderation of Laurens Municipal Light and Power Plant’s internzal confrol over financial reporting and our
tests of its compliance with certain provisions of laws, regulations, contracts, grant agreements, and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing and not to provide an opinion on the infernal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audits.

Management’s Discussion and Analysis on pages 5 through 8 is not a required part of the financial
statements, but is supplementary information reguired by the Governmental Accounting Standards Board. We
have applied certain limited procedores, which congisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary information. We did not audit the

information and express oo opinion on 1t
;
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MANAGEMENT'S DISCUSSION AND ANALYSES

Laurens Municipal Light and Power Plant provides this Management’s Discussion and Analysis of its financial
statements. This narrative overview and analysis of the financial activities is for the year ended December 31,
2006. We encourage readers to consider this information in conjunction with the Utility’s financial statements,
which follow.

FINANCIAL MIGHLIGHTS

s

o The Utility's operating revenues increased 13%, or $231.867, from 2005 to 2006.
e The Utility's operating expenses were 3%, or $77,106, less in 2006 than in 2003,

e The Utility's net assets decreased 5 %, or $244,093, from December 31, 2005 to December 31, 2006,

USING THIS ANNNUAL REPORT

Laurens Municipal Light and Power Plant is a single Enterprise Fund and presents its financial statements
using the economic resources measurement focus and accrual basis of accounting which is the same measurement
focus and basis of accounting emploved by private sector business enterprises, This discussion and analysis are
intended to serve as an introduction fo Laurens Municipal Light and Power Plant’s financial statements. The
annual report consists of a series of financial statements and other information, as follows:

e Management's Discussion and Analysis introduces the financial statements and provides an analytical
overview of the Utility’s financial activities.

s The Balance Sheets present information on the Utility’s assets and liabitities, with the difference between
the two reported as net assets. Over time, increases or decreases in net assets may serve as a usetul
indicator of whether the financial position of the Utility is improving or deteriorating.

& The Statements of Revenues, Expenses and Changes in Net Assets are the basic statement of activities for
proprietary funds. This statement presents information on the Utility’s operating revenues and expenses,
nen-operating revenues and expenses, and whether the Utility’s financial position has improved or
deteriorated as a result of the vear’s activities.

¢ The Statements of Cash Flows present the change in the Utility's cash and cash equivalents during the
year. This information can assist the user of the report in determining how the Utility financed its
activities and how it met its cash requirements.

»  The Notes to Financial Statements provide additional information essential to a full understanding of the
data provided in the basic financial statements.



FINANCIAL ANALYSIS OF THE UTILITY

Statement of Net Assets

Ag noted earlier, net assets may serve over time as a useful indicator of the Uitlity’s financial position. The
Utility’s net assets for 2006 totaled approximately $4,865,000. This compares to approximately $5,1 10,000 for
2005, A summary of the Utility’s net assets is presented below.

2006 2008
Current assels $1,638,320 32,133,118
Other assets 1,515,548 1,459,378
Capital assets at cost, less accumulated depreciation 3,842,657 4,032,331
Total assels 6,996,525 7,624,827
Current liabilities 707,409 896311
Non-current Habilities 1,424,027 1,616,234
Tatal liabilities 2,131,436 2.515.645
Net assets:
Invested in capital assets, net of related debt 2,223,630 2,230,947
Restricted 396,195 366,071
Unrestricted 2.245 264 2482114
Tetal net assets 54,865,089 $£5.109.182

The largest portion of the Utility’s net assets (46%;) are unrestricted that can be used to meet the Utility’s
obligations as they come due. The invested in capital assets (46%, e.g., land, buildings, and equipment), less the
related debt are resources atlocated to capital assets. The restricted net assets (8%) represent resources that are
subject to resirictions as required by the electric revenue bond resolution.
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FINANCIAL ANALYSIS OF THE UTTLITY - (Continued)

Statement of Revenues, Expenses and Chanees in Net Assets

Operating revenues are received for the sale of elecirical energy. Operating expenses are expenses paid to
operate the Utility. Non-operating revenues and expenses are primarily for interest income and interest expense.
The utilization of capital assets is reflected in the financial staternents as depreciation, which ailocates the cost of
an asset over its expected useful life, A summary of revenues, expenses and changes m net assets for the year
ended December 31, 20006, is presented below:

Changes in Net Asgsets

2006 2003
Operating revenues:
Sales of electrical energy 1,899,629 $1,689,426
Other operating revenues 179,543 157879

2079172 1,847,305

Operating expenses:

Cost of power 1,374,856 1,420,495
Depreciation and amortization 348,605 378,574
Administrative and general expense 208,164 208,467
Transmission expense 536,048 53,863
Digtribution expenses - mamntenance 60,235 50,839
Distribution expenses - operations 30,738 57,529
Taxes 29,133 AR i62
Customers’ accounts expense 10168 7124
Total operating expenses 2.137.947 2,215,053
Operating loss (58.775) (367.748)
Non-operating revenue and expense:
Revenues from merchandising 33,932 22,401
Costs of merchandising 25128 16,658
Gross profit %,804 5,743
Interest earned on investments 118,260 105,790
Amortization of bond issue costs (2.406) {2,400)
Interest expense {87,831) {96,009}
Deferred patronage allocation 6,356 9,832
Non-operating income 43,183 22.950
Decrease i net assets {15.592) {344,798}
Net assets, beginning of year 5,109,182 5,530,039
Less: Residual equity transfer 1o City - tunding {201,300) (50,000
Residual equity transfer to City - donation (27.001) (26.059)
Net assets, end of year $4.865,089 $5.109 182

The Statements of Revenues, Expenses and Changes in Net Assets retlects a negative yvear with a decrease in
the net assets from 2003 to 2006,

The Utitity’s operating revenues inereased 13%, or $231,867, from 2005 to 2006 because the Uttlity raised
rates 10% across the beoard late in the vear and the amount of energy (Kwh) sold mcreased by 209,

The Utility’s operating expenses decreased 3%, or $77,106, from 2005 1o 2006 because the cost of power was
down for the year,
.



FINANCIAL ANALYSIS OF THE UTILITY - (Continued)

Staterrents of Cash Flows

The Statemments of Cash Flows presents information related to cash inflows and outflows, summarized by
operating, non-capital financing, capital and related financing, and investing activities. Cash provided by
operating activities includes charges for service reduced by payments to employees and fo suppliers. Cash used
from capital and related financing activities includes the purchase and construction of utility plant. Cash used by
investing activities includes purchase and sale of certificates of deposits and interest income,

CAPITAL ASSETS

At December 31, 2006, the Utility had approximately $3,840,000 invested in capital assets, net of accumulated
depreciation of approximatety $5.270,000, Depreciation charges totaled $343,761 for 2006. More detaled
information about the Utility's capital assets is presented in Note 3 to the financial statements.

LONG-TERM DEBT

At December 31, 2006, the Utility had $1,630,000 in debt outstanding, a decrease of $185,000 from 2005, The
table below summarizes ouistanding debt by type.

Electric revenue bonds $1.630.000 1,815 000

Additional information about the Utility’s Yong-term debt is presenied in Note 4 to the financial statements,

ECONOMIC FACTORS

The current condition of the economy in the state continues to be a concem for Utility officials. Some of the
realities that may potentially become challenges for the Utility to meet are;

»  Facilities at the Unlity require constant maintenance and upkeep.

o Technology continues to expand and current technology becomes outdated presenting an on going
challenge to maintain up 1o date technology at a reasonable cost.

¢ The age of Neal 4 along with the on-going volatility of the power market can affect the Utility’s cost of
pOWer.

e There is the potentinl of new legislation by the Federal and/or State legislature to establish Green Energy
Requirements for all electric utilites.

CONTACTING THE UTILITY'S FINANCIAL MANAGEMENT

This financial report s designed to provide our citizens, taxpayers, customers, and creditors with a general
overview of the Utility’s finances and to show the Utility’s accountability for the money it receives. 1f you have
questions about this report or need additional financial information, contact Laurens Municipal Power and
Commumications Utility, 272 N. Third Street, Laurens, fowa.



LAURENS MUNICIPAL LIGHT AND POWER PLANT
BALANCE SHEETS Exhibi A
DECEMBER 31, 2006 AND 2005
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20006 2003
CAPITAL ASSETS
Utility plant in servies $£9,051.077 $8.,820.229
Construction in progress 62325 _YT0R18
8,113,402 8,991,047
Less accumulated depreciation 5.270,745 4858716
Total net capital assets 3,842 657 4,032,331
OTHER ASSETS
Plant acquisition costs - net of amortization
of $87.191 in 2006 and $82,347 in 2005 25,672 30,516
Notes recetvable - non-current poriion 570,49 576,731
Common transmission system - capital improvement fund 168,960 204,193
Investments 336,000 200,000
Bond issuance costs - net of amortization
of $20,452 in 2006 and 318,046 i 2005 19,048 21,454
Rond improvement fund 100,600 100,000
Bond reserve fund 273,500 273,500
Bond retirement sinking fund 22,695 22,571
Deferred patronage refund receivable 35182 30413
Total other assets 1,515,548 1,459,378
CURRENT ASSETS
Cash and cash equivalents 69,608 -
Temporary cash investments Q00,000 1,600,000
Accounts receivable (less provision for
doubtful accounts of $5,000 in 2006 and $1,000 in 2003) 285,803 268,326
Notes receivable — current portion 6,745 6,922
Joimt use contract receivable 165.000 145,040
Inventories 137,502 56,387
Accrued interest receivable 46,466 48,823
Prepaid expenses 26,796 o asTy
Total current assets 1,638,320 2,130,035
DEFERRED DUEBITS e 3,083
Total assets $7.624.827
fContimued)



LAURENS MUNICIPAL LIGHT ANIY POWER PLANT
BALANCE SHELETS

Exhibit A

DECEMBER 31, 2006 AND 2005 {Continued)
TIABILITIES AND NET ASSETS
2006 2005
LONG-TERM DERT, LESS CURRENT MATURITIES
Flectric revenue bonds - net of unamortized
discount of $10,973 in 20066 and $13,666 in 20035 $1.424 027 $1,616,334
CURRENT AND ACCRUED LIABILITIES
Current maturities of revenue bonds 195,000 185,000
Outstanding checks i excess of bank balance - 118,433
e to communications utility 269,034 242,791
Accounts payvable 162,990 270,647
Customer deposits 19,774 16,580
Other current and acerued Habilities (X2 ¥ B3 860
Total current and accrued abilities 07,409 899311
Invested in capital assets, net of related debt 2,223,630 2,230,097
Restricted 396,195 306,071
Unrestricted - Designated 1,368,960 2,004,193
Unrestricted 876,304 LLAT A2

Total net assets _4.8635.089

Total Habilities and net assets

The accompanying notes are an integral part of this statement.
10



LAURENS MUNICIPAL LIGHT AND POWER PLANT

STATEMENTS OF REVENUE, EXPENSES, AND CHANGES IN NET ASSETS

FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005

OPERATING REVENUES

OPERATING EXPENSES
Cost of power
Depreciation and amortization
Admipistrative and general expense
Transmission expense
Distribation expenses - maintenance
Distribution expenses - operations
Taxes
Customers’ accounts expense

Total operating expenses

Operating loss

NON-OPERATING REVENUE AND EXPENSE
Revenues from merchandising
Costs of merchandising
Gross profit
Interest carned on investments
Amortization of boad issue costs
Tuterest expense
Deferred patronage allocations
Non-operating income

Change in net assets
Net assets, beginning of year

Less: Residual equity transfer to City - funding
Residual equity transfer to City - donation

Net assets, end of year

HExhibit B

2006 2003
$2.079.172  $1.847,305
1,374,856 1,420,495
348,605 378,574
208,164 208.467
56,048 53,863
60,235 50,839
50,738 57,529
29,133 38,162
10,168 7,124
2137947 2,215,053
(58,778)  (367,74%)
33,932 22,401
25.128 16,658
8,804 5,743
118,260 105,790
(2,406} (2.406)
(87.831) (96,009}
6356 9.823
43,183 22.950
(15,592)  (344,798)
5,109,182 5,530,039
(201,500) (50,000)
(27.001) (26,059)
$4,865,080  $5,109,182

The accompanying potes are an integral part of this statement.

&



LAURENS MUNICIPAL LIGHTE AND POWER PLANT

STATEMENTS OF CASH FLOWS

FOR TUHE YEARS ENDED DECEMBER 31, 2606 AND 2005

CASH FLOWS FROM QPERATING ACTIVITIES:
Cash received from customers
Cash paid to suppliers
Cash paid to employees for services
Net cash provided by operating activities

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES
Net borrowing of cutstanding checks in excess of bank balance
Net repayment of outstanding checks in excess of bank balance
Advances from telecommunications utility
Payrments to city

Net cash provided by (used in) non-capital financing activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Acquisition and construction of utility plant
Principal paid on bonds
Interest paid on bonds
Net cash used in capital and related financing acivities

CASH FLOWS FROM INVESTING ACTIVITIES:
Tnvestments matured or sold
Purchase of mvestments
Collections on notes receivable
Issuance of notes receivable
Sale of resale merchandise
Purchase of resale merchandise
Interest received
Patronage dividends received
Purchase of restricted cash
Met cash provided by investing activities

NET INCREASE (DECREASEY IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents at beginning of year

CASH AND CASH EQUIVALENTS AT END OF YEAR

12

Exhibit ©
2006 2003
$ 2,040,889 $ 1,802,958
(1,734,474) {1,548 ,988)
(199.101) (264.315)
_ 107314 _ 49,685
- [ 18,433
(118.,433) -
26,243 242,791
(228,501 {76,050
(320.691) 285165
{218,702y {206,625)
{185,000} {175,000}
{85.847) (93.722)
{489.349) {(559.347)
2,141,283 2,231,682
{1,506,050) {1,801,246)
6,417 6,104
- {400,800}
33,932 22,401
{25.128) {16,658)
120,017 83,738
1,587 1,718
{124) (1773
772,534 126,859
69,605 (97,6068)
T 97608
% 69,608 5. -
{Continued)



LAURENS MUMNICTPAL LIGHT AND POWER PLANT

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005

RECONCILIATION OF OPERATING LOSS TO CASH

PROVIDED BY OPERATING ACTIVITIES:
Operating loss
Adjustments to reconeile net income to
cash provided by operations:
Depreciation and amortization
Provisions for bad debts
Changes in assets and lHabilities:
{Increase) in accounts receivible
{(Increase} decrease in inventory
Decrease (increase) in prepaid expenses
Decrease in deferred debits
Increase {decrease) in accounts payable
Increase (decrease} in other liabilities

Total adjustments

Net cash provided by operating activities

The accompanying notes are an integral part of this statement,
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Exhibit C
(Continued)
2006 2005
S {58775 §_{367.74%)
348,605 378,574
4,000 704
(41,477) (56,263)
(81,515 11,912
(22,219 23,963
3,083 3.084
{43,042 47,873
£1,346) 7.556
.......... 166,089 417,403
P LT LA




LAURENS MUNICIPAL TIGHT AND POWER PLANT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Laurens Municipal Light and Power Plant is a component unit of City of Taurens. The Mayor appoiuts the
trustees of the Utility subject to approval by the City Council. The City Council also approves the Utility's
operating budget.

Lavrens Municipal Light and Power Plant generates and distributes electric energy to consumers in Lavrens,
Jowa. Sales of electricity are bilted on the (wenty-fifth of each month for usage through the fifreenth of the
monih, As has been done in prior years, an unbilled receivable in the amount of $80,477 has been recorded
($74.850 at December 31, 2005) for the period December 15 through December 31. Laurens Municipal
Light and Power Plant is billed by their suppliers on a calendar month basis.

The Utility’s financial statements are prepared in conformity with accounting principles generalty accepted
in the United States of America as prescribed by the Governmental Accounting Standard Board,

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes.  Actual resuits could differ from those
estimates.

Reporting Entity

For financial reporting purposes, Laurens Municipal Light and Power Plant has included all funds,
organizations, agencies, boards, commissions, and authorities. The Utility has alse considered all potential
component units for which it is financially accountable and other organizations for which the mature and
significance of their relationship with the Utility are such that exclusion would cause the Ulility’s financial
statements to be misleading or incomplete. The Governmental Accounting Standards Board has set forth
criteria to be considered in determining financial accountability. These criteria include appointing a voting
majority of an organization's governing body, and (1) the ability of the Utility to impose its will on that
organization or (2) the potential for the organization to provide specific benefits to, or impose specific
financial burdens on, the Utility, Laurens Municipal Light and Power Plant has no component units which
meet the Governmental Accounting Standards Board criteria,

Basis of Presentation

The accounts of Laurens Municipal Light and Power Plant are organized as an Enterprise Fund., Enterprise
Funds are used to account for operations (a) financed and operated in a manner similar to private business
enterprises, where the intent of the governing body is the costs (expenses, including depreciation) of
providing goods or services to the general public on a continuing basis be financed or recovered primarily
through user charges or (b) where the governing body has decided periodic determination of revenues
carned, expenses incurred, and/or net income is appropriate for capital maintenance, public policy,
management control, accountability or other purposes.

Measurement Focus and Basis of Accounting

The financial statements are reported using the economic resources measurement focus and the accrual basis
of accounting. Revenues are recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. Grants and similar items are recognized as revenue as soon as
all eligibility requirements imposed by the provider have been met.



LAURENS MUNICIPAL LIGHT AND POWER PLANT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - {Continued)

Measurement Focus and Basis of Accounting - {Continued)

The Utility applies all applicable GASB pronouncements, as well as the following pronouncements ssted on
or before November 30, 1989, unless these pronouncements conflict with or contradict GASB
pronouncements:  Financial Accounting Standards Board Statements and Interpretations, Accounting
Principles Board Opinions, and Accounting Research Bulletins of the Comumittee on Accounting Procedure.

The Utility distinguishes operating revenues and expenses from non-operating items. Operating revenues
and expenses generally result from providing services and producing and delivering goods in connection
with the Utility’s principal ongoing operations. All revenues and expenses not meeting this definition are
reported as non-operating revenues and expenses.

Cash. Investments, and Cash Fquivalents - Investments are carried at cost which approximates market value.
For ihe purpose of reporting cash flows, cash and cash equivalents are readily convertible to known amounts
of cash and, at the day of purchase, have a maturity date no longer than three months.

Inventories - Inventories are stated at the lower of cost or replacement value. Cost is determined on a
weighted average method.

Utility Plant - Utility plant is stated at cost. Cost of labor, materials, supervision, and other costs incurred
making improvements and replacements to the system, except minor replacements, are charged to the plant
aceounts while such costs incurred in making normal repairs, minor replacements, and maintaining the asscts

in efficient operating condition are charged 1o expense.

Provisions for deprectation of generating, transmission, and distribution plant are computed on a straight-line
basis employing a group method. The original costs of assets retired {not constituting the sale of an
operating unit or system) together with the costs of removal less salvage are charged to the related
accumulated depreciation accounts. In accounting for the sale of operating units or systems, gains or losses
are reflected in net revenue.

Provisions for depreciation of general plant are computed on a straight-line basis employing the umt
depreciation method. The original cost of property retired is removed from the general plant accounts and
the related accumulated depreciation accounts are charged for the depreciation taken to date. Gain or loss is
recognized to the extent that the salvage value of the assets retived exceeds or falls short of the remaining
baok value of the assets retired.

Amortization - The cost of acquiring a portion of the common {ransmission system is being amortized over
the remaining useful life of the assets.

Legal fees and other expenses associated with the issuance of the electric revenue notes are being amortized
on the straight-line method over the term of the bonds. Amortization charged to expense in 2006 and 2003
was $2,406,

Compensated Absences - Utility employees accumulate a limited amount of earned but unused vacation
hours for subsequent use or for payment upon termination, death, or retirement. The Utility’s liabality for
accumulated vacation has been computed based on rates of pay in effect at December 31, 2006.

Budeets and Budgetary Accounting - The Board of Trustees annually adopts a budget on the accrual basis
following required public notice and hearing in accordance with the Code of Towa. The budget may be
amended during the vear utilizing similar statutorily prescribed proceduses.
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LAURENS MUNICIPAL LIGHT AND POWER PLANT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

The following is a comparison of revenues, expenses, and changes in net assets - actual to budget:
Final to

Budgeted Amounts Actual
Agtual Qriginal Fipal Variance
Revenues:
Use of money and property $ 118260 % 105,000 0§ 121000 % (2,740
Charges for services 1,914,172 1,800,000 1,860,000 54,172
Miscellaneous 205,288 195000 214 000 {(&,712)
2,237,720 2,100,600 2,195.000 42720
Expenses 2253312 2,250,000 2.325.000 71,688
Net {15,392y {150,000 (1300000 114,408
Net assets, beginning of vear 5109182 5291039 3,291,039 {181.857)
Residual equity transfer to City - funding (2015001 (50,000) {30,000y (151,500)
Residual equity transfer to City - donation (27001 - - {(27.001)
Net assets, end of year $4.865.089  §5.0491,039 £3.111,039  §(245.930)
DEPOSITS

The Utlity's deposits in banks at December 31, 2006, were entirely covered by Federal depository
insurance, or by the State Sinking Fund in accordance with Chapter 12C of the Code of Jowa. This chapter
provides for additional assessments against the depositories to insure there will be no loss of public funds.

he Utility is authorized by statute to invest public funds in obligations of the United States government, its
encies and instrumentalilies; certificates of deposit or other evidences of deposit at federally insured
depository institutions approved by the Board of Trustees; prime eligible bankers acceptances; certain high
rated commercial paper; perfected repurchase agreements; certain registered open-end management
investment companies; certain joint investment trusts; and warrants or improvement certificates of a
drainage district.

Th
ag

&

In addition, the Utility had investments in the Towa Pablic Agency Investment Trust which are velued at an
amortized cost of $102,957 pursuant to Rule 2a-7 under the Investment Company Act of 1940,

Interest rate risk - The Utlity’s investment policy limits the investment of operating funds (funds expected
to he expended n the current budget vear or within 15 months of receipt) to instruments that mature within
397 days. Funds not identified as operating funds may be invested in investments with maturitics longer
than 397 days, but the maturities shall be consistent with the needs and use of the Utility.

‘The Utility had no investments meeting the disclosure requirements of Governmental Aunditing Standards
Board Statement Number 3, as amended by Statement 40,
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LAURENS MUNICIPAL LIGHT AND POWER PLANT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005

3. PLANT AND DEPRECIATION PROCEDURES

Listed below are the major classes of plant as of December 31, 2006 and 2005
2006 2005

[.and and land rights $ 77283 $ 75,659
Generating plant 2,460,595 2433210
Transmission plant 1,057,531 981,394
Transmission plant - Com Belt 1,108,979 1,004,604
Iistribution plant 1,750,348 1,747,151
Communication plant 2,310,920 2,304,152
Other equipment T - ) 273,859

Plant in service 5905 a

Provision for depreciation and amortization has been computed at straight-line rates over the estimated
useful Hives of the property.

4, ELECTRIC REVENUE BONDS

Annual debt service requirements to maturity for revenue bonds are as follows:

Year Ending Revene Bonds

December 31, Principal Interest Total
2007 $ 195,000 § 77,338 $ 272,338
2008 203,000 68,367 273,367
2004 205,600 38,938 263,938
2010 208,000 49,302 254302
2011 205,000 39,668 244,668
2012 205,000 20,827 234,827
2013 205,000 19,988 224,988
2014 205,000 9.994 214,994
1,630,000 352,422 1,983,422
Less: Current maturities {195,000) - (195,000
Unamortized discount {10,973) - __(10.973)

$ 1,424 027 $.352.422 $1.777,449

The resolutions providing for the issuance of revenue bonds include the following provisions:

A. The bonds will only be redeemed from the future earnings of the enterprise activity and the bondholders
held a lien on the future earmings of the funds.

B. Sufficient monthly transfers shall be made to electric revenue sinking account for the purpose of
making the bond principal and interest payments when due,

€. The Utility is to establish a separate Bond Reserve Account into which there shall be set apart and paid
at the time of delivery of the obligations the sum of $273,500.

[3. Additional monthly transfers of $2,000 to the Bond Improvement Fund shall be made until the sum of
$100,000 has been accurmnulated. This account is restricted for the purpose of paying for necessary
repairs, improvements, and extension to the system
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LAURENS MUNICIPAL LIGHT AND POWER PLANT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2003

RESTRICTED AND DESIGNATED NET ASSETS

Net assets have been restricted and designated in amounts necessary to fund the following specific reserves:

2006 2005
Restricted:
Bond retirement sinking fund §  22,p95 $ 22,571
Bond reserve fund 273,500 273,500
Bond improvement fund 100600 100,000
5 .396,195 $ 396,071
Unrestricted:
Designated:
Distribution replacement reserve 5 200,000 $ 500,000
Contingency, depreciation, and extension 400,000 400,600
CGieneration reserve fund 600,000 TOG,000
Conmmmunication distribution replacement reserve - 200,000
Common transmission system - capital
improvement fund 108,966 204,193
1,368,900 2,004,103
Undesignated 876,304 477921
$2,245.264 $2,482.114

NOTE RECEIVABLE

On January 1, 2004, the Utility recetved a note for $194,025 in exchange for the construction of & 69/12.5
KV substation for the Clty of Marathon, The note requires monthly payments of $1,288 including interest of
5.009 through February 2024, On March 24, 2005 the Utility loaned $400,000 to Laurens Industrial
Foundation, Inc. to be used for economic development within the city. The terms of the note are interest
only for the first five years with the principal balance due March 24, 2010.

COMMON TRANSMISSION SYSTEM — CAPITAL IMPROVEMENT FUND

This account is currently used to record funds deposited with NIMECA to be used for future constraction
and/or maintenance of the common transmission.

PENSION AND RETIREMENT BENEFITS

The Utility contributes to the Towa Public Employees Retirement System (IPERS) which is a cost-sharing
multiple-employer defined benefit pension plan administered by the State of lowa, IPERS provides
retirement and death benefits which are established by State statute to plan members and beneficiaries,
IPERS issues a publicly available financial report that includes financial statements and required
supplementary information. The report may be obtained by writing to IPERS, P.O. Box 9117, Des Moines.
lowa, 50306-8117.

Plan members are required to contribute 3.70% of their annual covered salary and the Utility is required to
contribute 3.75% of annual covered payroll. Contribution requirements are established by State statufe
The Utility’s contribution to IPERS for the vears ending December 31, 2006, 20035, and 2004, were
$10.015, $10,135, and $8,970, respectively, equal to the required contributions for each year.
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11.

LAURENS MUNICIPAL LIGHT AND POWER PLANT
NOTES TC FINANCIAL STATEMENTS
DECEMBER 31, 2000 AND 2005

RISE. MANAGEMENT

Laurens Municipal Light and Power Plant is exposed to various risks of loss related to torts; theft, damage to
and destruction of assets; errors and omissions; mjuries to employees; and natural disasters. These risks are
covered by the purchase of commercial insurance. The Utility assumes lability for any deductibles and
claims in excess of coverage limitations. Settled claims from these risks have not exceeded commercial
insurance coverage in any of the past three fiscal years.

SIGNIFICANT ARFA CONCENTRATION OF CREDIT RISK

The Utility extends credit to its customers on terms no more favorable than standard terms of the industry it
serves. A substantial portion of the Utility's customers are located in Laurens, fowa. The Utility's credit
risks have been anticipated and management believes that adequate provision has been made for doubtful
accounts,

RELATED PARTY TRANSACTION

Pursuant to Towa Code Chapter 28E.18 conceming the joint use of facilities through sharing agreernents, the
Laurens Municipal Light and Power Plant and the Laurens Municipal Broadband Communications Utility
have entered into an agreement whereby the Communications Utility shall pay the Flectric Utility the sum of
$173,000 on or before the first day of June each year for the use of a portion of the Communications
distribution system for the previous calendar year. The term of this agreement is forty years and the
payments are due June |, of cach year.
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MuUuNZELMAN, PUTZIER & CO., PLC
CERTIFIED PURBLIC ACCOUNTANTS

OO WEST MILWALIIRER
BTOWRM LAKE, KOWA SO505
FIRFAR-ZGHD
Fax 7187 32-3662
info @ hpeotpa, com

WESLEY £ STILLE, <TP.A.

JEFFORY B OSTARK, GFA,

HETH . GERMANM, CFP.A

RVZHARD 1 MOOQRE, (LFA

BEMNMETH A PUTZIER, C.FPA (RETIRED
Wl FIUNZELMAR, CFA, 18211837

Board of Trustees
Laurens Murnicipal Light and Power Plant
Faurens, lowa

The primary purpose of our examination was to formulate an opinios on the financial statemenis taken as 2
whoie. The additional information presented in the following pages was prepared on the basis of audit procedures
applied in our examination of the financial statements. This information, while not considered necessary for fair
presentation of the financial statements is, in our opinion, fairly stated in all material respects when considered in
redation to the financial statements when as g whole,

April 26, 2007
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LAURENE MUNICIPAL LIGHT AND POWER PLANT

STATEMENTS OF OPERATIONS

YEARS ENDED DECEMBER 31, 2006 AND 2005

OPERATING REVENUES
Sales of electrical energy:
Residential

Commercial
Resgale

Marathon
Forfeited discouts
Sales of steam
Miscellaneous
Joint use agreement
Total operating revenue

OPERATING EXPENSESR
Purchased energy

Generating plant - focal:
Operating supervision and labor
Fuel
Operating supplies
Maintenance and repairs
Buildings and grounds
maintenance and repairs
Depreciation
Total local generating pland expenses

Generating plant - Neal 4
Fuel
IMaintenance and repairs
Operating
Property taxes
Prepreciation
Other
Total Neal 4 generating plant expenses

Distribution system - electric:

Line and station supervision and labor
Line and station supplies and expense
Street lighting and signals

labor and expense

Customers' mstallation expense
Miscellaneous distribation expense
Maintenance of lines
Maintenance of line transformers
Maintenance of street lighting

and signal systems
Maintenance of meters
Depreciation

Total electric distribuiion expense

21

Electric 2005
Blecirie  Communications Total Total
% 576,587 $ - S 576,587 $ 302,754
811,545 811,545 667,725
414,564 414,560 411,828
96,937 - 096,937 107,118
3,574 - 3,574 3,072
10,969 - 10,969 9,053
- . 734
- 165,000 165.000 145,000
1,914,172 163,000 2079172 1.847.305
1,014,615 - 1,014,615 1.047.662
23,029 - 23,029 24,353
5,861 - 5,861 1,459
888 - 888 377
1,300 . 1,300 -
7,504 7.504 11,963
3,930 - 3,930 3930
42512 - 42,512 42,082
192,350 - 192,350 176,046
53,458 - 53,458 105,015
56,108 - 46,108 49,011
18,711 - 18,711 26,890
62 476 - 62,476 66,712
19,743 - 19743 4600
402,346 - 402,846 _ 423283
11,5809 - 11,309 13,830
293 - 293 4,109
261 - 261 -
10,170 - 10,170 12,895
2,171 - 2,171 4,711
27,894 - 27,894 21,176
4976 . 4,976 6,446
2088 - 3,088 4,163
7,993 - 7,993 3,443
30,353 A 30353 i3 31T
118,708 - 118,708 121118
(Cantinued)



LAURENS MUNICIPAL LIGHT AND POWER PLANT
STATEMENTS OF OPERATIONS
YEARS ENDED DECEMBER 31, 2006 AND 2005

[leciric 2605
Flectric  Communications Total Total
OPERATING EXPENSES - (Continued)
Dhistribution system - communicalions:
Line and station supervision tabor 3 - 8 344 ) 544 $ 2852
Operating supplies and expense - 3,731 3,733 3,029
Customers” installation expense - 22059 22,059 16,103
Line maintenance - 3,499 3,499 2,603
Nodes, amps, and peds maintenance - 11,147 11,147 10,488
Voice port mainienance - 1.638 1,638 2484
Property taxes - 10,422 10,422 11,272
Depreciation expense - 163,076 163,076 191,093
Total communications
distribution expense - 216,116 216,116 239876
Transoission system:
Amortization 4,844 - 4,844 4,844
Depreciation 55,724 - 55,724 33,466
Capacity assignment costs 25,380 - 25,380 25,103
Other 30,668 - 30,668 28,760
Total transmission system expenses 116.616 - 116.616 112,203
Customers' accounts expense;
[Bad debt expense 3898 . 3,898 328
Maeter reading labor 6,270 - 6,270 6,790
Total customer accounts expense 19,168 - 10.168 7.i24
Administrative and general expense:
Administrative and general salaries 66,832 - 66,832 61,815
Conservation expense 4,009 - 4,009 9,209
Office supplies and postage 9,270 - 9,270 10,666
Augdits, legal, and consultation services 15,591 - 15,5581 11,213
Property insurance 10,115 . 10,113 10,078
Compensation insurance 4,796 - 4,796 4,075
Employees' group insurance 23,864 - 23,864 27,619
Trusiees' fees G40 - 900 904
Dues and subscriptions 5,720 - 5,720 6,781
Franchise requirements - cash
payments to City of Laurens 30,000 - 30,000 30,054
Franchise reguirement - cost of
services to City of Laurens 6.557 - 6,557 8.535
Legal publications 1,902 - 1,902 1,710
Advertising and promotion 1,800 - 1,806 2,615
Convention, meeling, and fravel expense 4,071 - 4,071 1,675
Depreciation R,2072 - 8202 8,188
Hank service charges G99 - 99 358
Motor vehicle and work
equipment expense 19,187 - 19,187 18,055
Miscellaneous 3,445 - 3,445 3.079
Total administrative and general expense 216,366 - 216,366 216,635
Total operating expense 1,921,831 216,116 2,137,947 2,215,052
Lass from operations {7,654 (51,116) (358,775) {367,748)
(Continued)



EAURENS MUNICIPAL LIGHT AND POWEE PLANT
STATEMENTS OF OPERATIONS
YEARS ENDED DECEMBER 31, 2006 AND 2003

Electric 2005
Hiectric Conununications Total Total
NON-OPERATING REVENUE AND
Revenues from merchandising § 33932 § 22,401
Costs of merchandising 25,128 16,658
Gross profit B804 5,743
Interest earned on investments 118,260 103,790
Amortization of bond issue costs {2,406} {2,408)
Interest expense {87.831) {96.009)
Deferred patronage allocations 6,356 9832
Non-operating income 43,183 22,950

Net Loss

o

{15.592)

$.£344.7985
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P LIGHT ANDPOWER PLANT
i TUNICIPAL PLANT Schedule 1
DECEMBER 312006

e Lip iy Plant Aceumulated Depreciation .
Balance Balance Balance Balance
fanuary 1, December 31, Depreciation January |, Decemnber 34,

2066 Additions  Trnsfors  Deletions 2008 Rate 20688 Expense Transfers ]

w&nfi and kand righ
Siructures and improvements
Fuel holders, producers

and aucessories

eneraions

Accessory cquipment

Generating Plant - Neal 4
Land and jand ngh*
Structures and mprovemenis
Boiler plant eguipment
Generalors
ACCESIOTY equipment

Miscellaneous power plant equipment

Other equipment

Transmission Pant - Local
Land and lund rights
Station equipment

Transmussion Plam - Other

Land snd land nghis
Siructures and improvenents
Station cquipment
Towers and {ixtures
Conductors and devices

Transrmssion Plant - Com Relt
{and and land righis
Struciares and improverments
Omiginal Jocal Hine
West sub tie hne
Marathon substation
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LAURENS

Land and land righis

Structures and improvements
Statieon cquipment

Poles, wwers and equipment
COrverhead conductors and devices
Underground conduits
Underground conduciors and devices
Line transformers

Services

Meters

Instaliation on customers promises
Street lightng and signal system
Underground primary systems
Underground secondary sysiems
Underground customer service
Fire siren

Special services for customers

Gither Equinment

Structures and improvemenis
Offioe furniture and fixtures
Transporiation equipment
Stores equipment

Shop cquipment

Laboratory cquipment

Work etuipment
Comnunication equipment
Miscellaneous equipment

Conduit

Fiber and cable
Power supplies
Nodes

Amps

Pedestals

Voice ports
System passives
Head end building

UNICIPAL LIGHT AND POWER PLANT

SCHEDULE OF MUNICIPAL PLANT
DECEMBER 31, 208

Litiity Plant

Balance Balance
January 1, December 31,
2006 Additions  Trapsfers  Deletions 2008
£ 1,055 5 - $ - 5 - $ 1055
11,525 - - - 11,528
17,085 - - - 37,085
6,843 . - - 6,543
2395 - - - 2,395
5,888 - - - 6.R88
422 863 - - - 422.861
15,314 - - - 13314
101,263 3,197 - w 104,460
2,674 - - - 2,674
85,610 - - - 83,610
693311 - - “ 693311
156,035 - - - 156,038
203,646 . - - 203,646
212 - - - 212
1489 - . - i,480
1,748,206 3197 - - 1,781,403
45378 9,630 - - 35,008
29,408 932 - N 3341
29,260 « - - 29,360
497 - - 397
17,944 - - 17,944
16,238 - - - 16,238
132,181 - - 112,151
21,393 - - - 21,593
1,289 - S T 1289
27IR50 11,562 - - 284.42%
£4,486 - - - 64,485
806,027 - - - 306,027
293,933 - - - 292,933
139,176 - - - 9,170
230,838 - - - 234958
0,160 - - - 70,160
514,096 6,768 ~ - 620,804
49,512 - . - 483,312
A0 T — 31810
2304352 6,768 e 2310820

Depreciation

Rate

2.3-5.0

6.7-200
10.0-14.3

000
33200
503100
3.0-200
5.0-10.0
13.0

LY
3.00
14.29
140
HLOO
10.00
10.00-20.00
10.00
300

Sehedule

{Continued}
Accumulated Depreciation
Balance Balance
January 1, Becember 31,
2006 EBapense  Transfers Retirements 2006
kN - 3 - 3 - g 3 -

$.538 288 - - G827
37,085 - - - 37,085
6,300 222 . 6,522
2,238 62 - - 2,300
5,384 17 - - 5,787
149,333 11,840 - - 161,173
12974 05 - “ 13,479
58,2321 3,189 - 51,410
1,921 i - - 2028
80,124 3.424 “ . 83545
106,263 20,106 - - 126,369
105,554 4,323 . 110,079
137.369 3,906 - - 143273
- - - 212
SR e T 1A%y
50,353 . - 764,563
11,051 1,851 - - 12,902
235805 1,544 - - 25.13%
8,360 - - 24,360
4497 - - - 497
17.330 7 - 17,404
13,643 6 - - 14,159
74,651 2,978 - - TTHZG
18,987 1,239 - 20226
e 128D S - - 2289
190,403 8.202 - i 198,608
21.644 3.2Z - - 24 868
223736 440,301 - 264,037
285,230 7.694 - - 292,923
66,769 16,917 - 77,686
162,279 23,996 - - 1B6,275
48721 7,016 - 53,737
318,656 6.2.086 - - 380742
34,347 4,951 - - 39,268
20126 2881 o S . 23017
Jleders - R 1,344,393

{Continued)



LAURENS MUNICIPAL LIGHT AND POWER PLANT

Tenal eleiric plant n service
Clonstruction in progress

Fotal utility plani

aility Plant

Batance Balance
Jamuary 1, December 31,
2006 Addiitons  Transfers  Deletions 2004
$8.820,22¢ $261.182 8 - 0§ 30.334 39.051.677

170818

L L10%403)

£8,99:.047

§ 152089

82328

$9.113.462

Schedule §

{Contimued}
Accumulated Depreciation e
HRalance Balange
Depreciation January 1, December 31,
Rate 2008 Expense  Tronsfers Relirerments 2006
$4.962 430 § 343761 - §_354sl 93276730
ez 3729 S &3

3.3



LAURENS MUNICIPAL LIGHT AND POWER PLANT
COMMENTS ON BALANCE SHEET
DECEMBER 31, 2006

CAPITAL ASSETS  Cost $9,113,402
Accumulated Pepreciation L5.270.745 $3.842.657
Details of the utitity plant are shown in the preceding schedule.
PLANT ACOQUISITION COSTS $. 25072

The cost of acquiring the Common Transmission System is being amortized over the vemaining useful life of the
fransmission system.

NOTES RECEIVABLE - NON-CURRENT PORTION § 370,491

This halance consists of the non-curreat portion of a note reccivable from the city of Marathon and the Laurens
industrial Foundation, Inc. See Note 6 for details.

COMMON TRANSMISSION SYSTEM - CAPITAL IMPROVEMIENT FUND $.168.960

This account is currently used to record funds deposited with NIMECA to be used for future construction and/or
maintenance of the conaon fransinssion sysfem.

INVESTMENTS $ 300,000

This balance consists of the following:
Interest Costand  Maturity
Description Date Due Rate Book Value Value

Laurens State Bank, Laurens, Towa
Certificates of deposit 1906 21908  533%  S100.000  $160,600
41906 9-19-08 35.40% 200,000 200,000
$3G0.000  $360.000

ROND ISSUANCE COSTS $. 19048

Legal fees and other expenses associated with the issuance of the electric revenue notes are being amortized on the
straight fine method over the termy of the bonds.

BOND IMPROVEMENT FUND 5 106,000
This halance consists of the following:
Interest
Rate Amount
Lawrens State Bank, Laurens, lowa
Super NOW aceount 1.00%  $100,000



BOND RESERVE FUND

This balance consists of the following:

Costand  Maturity
Book Value WValue

Interest
Description Date Due  Rate
Metabank, Laureng, fowa
Certificate of deposit 10-26-06  5-23.07  530%
IPAIT Savings Account 4.79%
BOND RETIREMENT SINKING FUND
This balance consists of the following: Interest
Rate
Laurens State Bank, Laurens, Towa
Super NOW account 1.00%

DEFERRED PATRONAGE REFUND RECEIVABLE

The following is a summary of the deferred patronage due from NIMECA:

Yeay Ampunt
1994 $ 197
1993 1,757
1996 2,776
1997 2,817
1998 3.04%
1969 2,032
2000 1,863
20m 1,948
2002 2,555
2004 5715
2005 4,118
2006 6356
333

CASH AND CASH EQUIVALENTS

This balance consists of the following:

Interest

Rate

IPAIT Savings Account 4,79%
Laurens State Bank - Super NOW account 1.00%

Petty cash

$200,000  $200,000
73,500 73,500

§ 35182

S..69.608

$20,457

40,121
34
8




TEMPORARY CASH INVESTMENTS $...900.000
This balance consists of the following:

Interest Cost and Maturity

Deseription Date DPue Rate Book Value YValue

Laurens State Bank, Laurens, lowa

Certificates of deposit 8-06-05 g-16-07 4.25% 200,000 $£200,000
2-17-06  2-17-07  4.60% 100,000 100,600
6-14-06 6-14-07  5.30% 200,000 200,000
6-14-06  3-14-07 525% 200,000 200,000
T-14-06  4-14-07  5.40% 200,000 200,600

$900,000 S900.000

ACCOUNTS RECEIVABLE $._285.803

This balance consists of the following:

Accounts receivable - merchandise 5 3,770
Accounts receivable - energy:
November 15, 2005 - December 15, 2005 and past due 206,556
December 15, 2005 - December 31, 2006 72,217
Resale - Marathon B IB0
200,803
Less: Reserve for uncollectible accounts 5,000
285,803

NOTES RECEIVABLE - CURRENT PORTION S 6745

This halance consists of the current portion of a note receivable from the city of Marathon. See Note 6 for details.

JOINT USE CONTRACT RECEIVABLE $..165,000

This balance consists of the amount due from Laurens Municipal Broadband Communications Utility for rent of
the distribution system.

INVENTORIES § 137.902

This inventory of material and supplies is based on a physical count taken as of December 31, 2006, and consists of
the following:

Material and supplies - Laurens § 71,229
Generating supplies - Laorens 7768
Share of coal, oil, and 802 allowances - Neal 4 58905

ACCRUED INTEREST RECEIVABLE

i{-ﬁ

This balance represents interest carned but not received on investments at December 31, 2006.
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PREPAID EXPENSES

This balance consists of the following:

Prepaid insvrance

Prepaid operations for Neal 4 generating plant

The following is a summary of the local insurance coverage:

Kind
Comprehensive general
liability

Employee Benefit
Automobile

Blanket Positton Bond
Fire and extended coverage

Worker's Compensation
Umsbrella Liability

Frrors and Qmissions

nland Marine
($250 deductible)

Coverage

{Jeneral Aggregate
Each Oceuwrrence
Fire Pamage
Medical Expense

Liability

Uninsured metorist

Underinsured motorist

Medical payments

Comprehensive

Collision

{94 Chevrolet Pickup, ¢1 Chevrolet Pickup)

(67 Ford Truck, 73 Chevrolet Truck)

Emplovee dishonesty

Buildings & contends - Generating

Fuel Oil Tanks & Contents

East and West substations and contents,
switchgear and transformers

Warshouse and contents

Grarage and contents

Cable television tower

Headend building and contents

Sateliite dishes

Power supphes, nodes, amplifiers

"0 John Deere Tractor
Electronie Data Processing Equipment
Electromie Data Processing Data & Media

F 4,286

20790

Amount

$£2.000,000
51,000,000

100,000

85,000

$106,000

1,000,000

$500,000

L5G0,000

5,000

Actual cash value
Actual cash value
Less 3100 deductible
Less $1,000 deductible
$150.000 each
51,300,815

$28.0359

82.501.044
$121,448
S150.683
$162,955
S617,587

$46,736
£2585 018
$500,000

32,000,000

510,000 retamed
$1.,000,000
$2,000 deductible

$1.400
£7,247
£25,300

This schedule is presented for information purposes only and no opinion s expressed as to the adequacy of

caoverage.
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ELECTRIC REVENUE BONDS 51424007

In July 1999 the Utility issued eleciric revenne bonds to finance the construction of a communications system. The
details are as follows:

Total bond proceeds $2,855,000

Less: Unamortized discount (10,973
Current maturities {195,000)
Previous payments {1.225.000)

Total long-term debt

DUE TO COMMUNICATIONS UTILITY S 269034

This balance consists of amounts borrowed from the communications utility,

ACCOUNTS PAYABILE 5 162,990

JEANIRRL L A i Fod A

This balance consists of the following:

Western Axea Power Administration -

December 2006 power il $ 25,529
NIMECA - December 2006 power bill 49575
Meal 4 Coal Purchase 16,421
Alliant Energy - capacity assigoment costs 8,746
Stellar Energy Services, Inc. - maintenance 2,923
Crescent Electric Supply - jacketed cable 36,900
Mid American Energy ~ capacity assignment costs 16,634
Chapman Metering - meter maintenance 5,420

Various, each less than S1,000

CUSTOMER DEPOSITS o N S 19774

Deposits are required of all new customers. These are refunded alter one vear of paying their bills when due.

OTHER CURRENT AND ACCRUED LIABILITIES $_ 060,611

This balance consists of the following items:

Accrued property taxes payable § 32,000
Accrued vacations, payroll, and benefits 15,437
Payroll taxes withheld and acerued 1,890
Sales excise and use tax payable 4,839
Accruied interest payable 6,445
NET ASSETS $4,865.089

Following is a sumumary of the changes in this account during 2006:

Balance, January 2006 55,109,182
Change in net assets (15,592)
Residual equity transfer to ¢ity - funding {201,506)
Residual equity transfer fo ¢ity - donation L A27.001)
Balance, December 31, 2006 $4,803,089



HUNZELMAN, PUTZIER & Co., PLC
CERTIFIED PUBLIC ACCOUNTANTS
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDYS

Board of Trustees
Laurens Municipal Light and Power Plant
Lavrens, lowa

We have audited the financial statements of Laurens Munieipal Light and Power Plant, as of and for the year
ended December 31, 2006, and have issued our repert thereon dated April 26, 2007, We conducted our audit in
accordance with U8, generally accepted auditing standards and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroiler General of the United States.

Ttemal Congrol Over Financial Reporting

In planning and performing our atdit, we considered the Utility’s internal control over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opimon on the financial statements,
but not for the purpose of expressing our opinion on the effectiveness of the Utility’s internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the Utility’s intemal control over
financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described mn the
preceding paragraph and would not necessarily identify all deficiencies in internal contro] over financial reporting
that might be significant deficiencies or material weaknesses. However, as discussed below, we 1dentified certain
deficiencies in internal control over financial reporting that we consider jo be significant deficiencies and other
deficiencies we consider to be material weaknesses,

A control deficiency exists when the design or operation of the control does not allow manegement or
employees, in the normal course of performumng their assigned functions, to prevent or detect misstatements on a
timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely
affects the Utility’s ability to initiate, authorize, record, process, or report financial data reliably in accordance with
U8, generally accepted accounting principles such that there is more than a remote likelihood a misstaternent of the
Utility’s financial statements that is more than inconsequential will not be prevented or detected by the Utility’s
internal control. We consider the deficiencies in internal control described tn Part 1 of the accompanying Schedule
of Findings to be significant deficiencies in internal control over financial reporting.

A material weakness s a significant deficiency, or combination of significant deficiencies, that results in more
than a remote Hkelithood a material misstatement of the financial statements will not be prevented or detectad by the
Utility’s internal control.

O consideration of the internal contrad over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify a1l deficiencies in the internal control that might be
significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also
considered to be material weaknesses. However, of the significant deficiencies described above, we believe items
L A-06 and 1-B-06 are material wesknesses.
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Compliance and Other Matiers

As part of obtaining reasonable assurance about whether the Utility's financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, and contracts,
noncompliance with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opimion. The results of our tests disclosed no instances of noncompliance or
other matters that are required to be reported under Government Auditing Standards.

Comments involving statutory and other legal matters about the Ultility’s operations for the year ended
December 31, 2006, are based exclusively on knowledge obtamed from procedures performed during our audit of the
financial statements of the Utility. Since our audit was based on tests and samples, not all transactions that might
have had an impact on the comments were necessarily audited. The comments involving statutory and other legal
maitters are not intended to constitute legal interpretations of those statutes.

The Utility’s responses to findings identified in owr audit are described m the accompanying Schedule of
Findings. While we have expressed our conelusions on the Utility’s vesponses, we did not audit responses and,
accordingly, we express no opinion orn them.

This report, a public record by law, is intended solely for the mformation and use of the officials, employees,
and citizens of Laurens, lowa and other parties to whom Laurens Municipal Broadband Comurunications Utility may

report. This report is not intended to be and should not be used by anyone other than these specitied parties.

We would like to acknowledge the many courtesies and assistance extended to us by personnel of the Utility
during the course of our audit.

Should you have any questions concerning any of the above matters, we shall be picased to discuss them with

you at your convenience.
W - * 9/%‘#
%/{Mﬂf o W""

April 26, 2007
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LAURENS MUNICIPAL LIGHT AND POWER PLANT
SCHEDULE OF FINDINGS

YHEAR ENDED DECEMBER 31, 2006

Part I Findines Related to the Financal Statements:

INSTANCES OF NONCOMPLIANCE:

No matters were noted.

SIGNTFICANT DEFICIENCIES:

[-A-06

I-B-06

Segregation of Duties - One important aspect of intermal control 15 the segregation of duties
among emplovees 1o prevent an individual employee from hendling duties which are
incompatible. We noted that bank deposits, opening mail, recording receipts and dishursements,
checks and payroll preparation, and bank reconciliations are all handled by two individuals.

Recommendation - We realize that with a Himited number of office employees, segregation of
duties is difficult. However, the Utility should review its control procedures to obtain the
maximum internal control possible under the circumstances.

statements and internat control procedures, in detail, every month. The duties of opening mail,
bank deposits, recording receipts and disbursements, bank reconciliations. and payroll preparation
will be rotated among office staff and monitored daily by the General Manager. Two (2)
signatures on all check disbursements will be required.

Electronic Data Processing Svstems - During our review of internal control, the existing control
activities in the Utility’s compuler-based systems were evaluated in order to determine that
activities, from a control standpoint, were designed to provide reasonable assurance regarding the
achievement of objectives in the reliability of financial reporting, effectiveness and efficiency of
operations, and compliance with applicable laws and regulations. The following wesknesses in
the Utility’s computer-based systems were noted:

The Utility does not have written policies for:

1

password privacy and confidentiality,

requiring password changes hecause software does not require the user to change logins/
passwords periodically,

ensuring that only software licensed to the Utihty 15 installed on computers,

requiring user profiles to help limit access to programs to those who have a legitimate need,

¥

i

Also, the Utility does not have a written disaster recovery plan.

Recommendation -~ The Utility should develop written policies addressing the above itemns in
order to improve the Utility’s control over computer based systems and a written disaster
recovery plan should be developed.




LAURENS MUNICIPAL LIGHT AND POWER PLANT
SCHEDULE OF FINDINGS

YEAR ENDED DECEMBER 31, 2006

Part I; Findings Related to the Finaneial Statements: (Confinued)

SIGNIFICANT DEFICIENCIES: {Continued)

I-B-06

Flectronic Data Processing Systems - (Continued)

recovery, password privacy, confidentiality, and personal use of computer equipment and
software,

Conclusion ~ Response accepted.

Part I Other Findings Related to Statutory Reporting:

I1-A-06

1I-B-06

1-C-06

I1-D-06

IL-E-06

H-F-06

T-G-00

1I-H-06

Budget - Utility expenses during the vear ended Decernber 31, 2006 did not exceed the amounts
budgeted.

Questionable Expenditures - We noted no expenditures which may not meet the requirements of
public purpose as defined in an Attorney General’s opimon dated Apri] 25, 1979

Travel Expense - No expenditures of Utility money for travel expenses of spouses of Utility

officials or employees were noted.

Business Transactions - We noted no business fransactions between the Utility and Utility
officials or employees.

Bond Coverage - Surety bond coverage of Uity officials and employees is in accordance with
statutory provisions. The amount of coverage should be reviewed annually to insure that the
coverage is adequate for current operations.

Trustee Minutes - No transactions were found that we believe should have been approved i the
Trustee minutes bul were not.

electric revenue bond resolulion,

Deposits and Investments - We noted no instances of non-comphiance with the deposit and
investment provisions of Chapter 12B and 12C of the Code of lowa.

35



